Golden Gate University School of Law

GGU Law Digital Commons
California Senate

California Documents

1-1986

California and the 21st Century: Foundations for a
Competitive Society, Volume II
Senate Select Committee on Long Range Planning

Follow this and additional works at: http://digitalcommons.law.ggu.edu/caldocs_senate
Part of the Legislation Commons
Recommended Citation
Senate Select Committee on Long Range Planning, "California and the 21st Century: Foundations for a Competitive Society, Volume
II" (1986). California Senate. Paper 126.
http://digitalcommons.law.ggu.edu/caldocs_senate/126

This Cal State Document is brought to you for free and open access by the California Documents at GGU Law Digital Commons. It has been accepted
for inclusion in California Senate by an authorized administrator of GGU Law Digital Commons. For more information, please contact
jfischer@ggu.edu.

CALIFORNIA AND THE 21st CENTURY:
FOUNDATIONS FOR A
COMPETITIVE SOCIETY

VOLUME II

A Report of the Senate Select Committee
on Long Range Policy Planning
Senator John Garamendi, Chair

January 1986

MEMBERS

SENATE SELECT COMMITTEE
ON
LONG RANGE POLICY PLANNING

ALFRED ALQUIST
JIM NIELSEN
DAVID ROBERTI
JOHN SEYMOUR
CONSULTANTS
MASAKO DOLAN
GLADYS IKEDA
ROOM 2206. STATE CAPITOL
SACRAMENTO, CA 9581 4
(916) 324-4707

SENATOR JOHN GARAMENDI
CHAIR

CALIFORNIA AND THE 21st CENTURY:
FOUNDATIONS FOR A
COMPETITIVE SOCIETY

VOLUME II

A Report of the Senate Select Committee
on Long Range Policy Planning
Senator John Garamendi, Chair

January 1986

ACKNOWLEDGEMENTS

This report was prepared by the staff of the Senate Select
Committee on Long Range Policy Planning and the Joint Committee
on Science and Technology.
It reflects the input gathered from
the Task Force on the Public Sector and participants of the
Roundtable discussion on the Public Sector on November 26, 1985.

Project Director
Masako Dolan

Senate Committee Staff
Bill Bradley
Tom Epstein
Mark Hite
Tamar Raphael

Chair of Public Sector Task Force
Mary Nichols
Attorney at Law
Hufstedler, Miller, Carlson, & Beardsley

A special thanks to Maggie Donahue for her thorough research and
development of the transportation policies, to Victoria Ortiz for
her invaluable assistance, and to Lynn Sadler for her superb job
of editing the report.

TABLE OF CONTENTS

List of Figures.

iv

List of Tables
1.

v

INTRODUCTION
Housing.
Air Quality.
Water Quality.
Toxic Pollution.

1
2

4
6
9

2.

INFRASTRUCTURE
Background
Infrastructure Needs
Needs Update
Implications of Update
Funding Trends
Implications of Trends
Reconunendations.

13
13
15
18
30
31
37
39

....

TRANSPORTATION
Background
Gridlock
Economic Impact.
Financing.
Conclusion
Reconunendations.

49
49
49
50
51
55
55

Jo

4.

•

ENERGY
Recent History
The Reemergence of Overdependence on Oil
Electrical Demand.
Toward a Strategy.
Reconunendations.

60
60
61
65

5.

SUMMARY OF POLICY RECOMMENDATIONS.

74

6.

APPENDIX

81

iii

66

68

FIGURES

11
2.

3.

• • • 16

structure Investment Compared to . . .
re Needs

9

Infrastructure Shortfall • . . . . . • . • . 22
Projections for California

4.

Change in Deferred Infrastructure Needs . .

• 22

5.

Change in Federal Infrastructure Outlays,.
seal Years 1968-1984

• 31

6.

Federal Spending for Infrastructure by . . • • • • . 32
Area; Federal Capital Spending for
Infrastructure by Area, Fiscal Years
1968-1984

7.

Change
Federal Infrastructure Spending.
Area, 1970-1985

8.

B.

ect

~

•

•

•

•

33

i
a In
structure Expenditure as a • • . . .
Share of Total State/Local Expenditures

5

9.

California Infrastructure Expenditures as • . . . . • 35
a Share of Gross State Product

10.

10-Year Trend of General County Expenditures • • • • 36
as Percentage of Total

11.

Total City Revenue by Source; Total City • . . • . • 38
s by Function

Tran
1.

Revenue from Sa
to
State

s Tax on Gasoline Acruing . . . . . 52

2.

Distribution of States by January 1, . . . . . • • . 57
Ga
Tax Rates by Year, 1963-1983

3.

State Gasoline Tax Rates, 1982 and 1983, . . . . . . 58
and Motor Fuel Tax Receipts, 1982

TABLES

I.

Select Committee Infrastructure Update: • • . • • • • • 20
Summary of Changed Needs

II.

Select Committee Infrastructure Findings: • • • • • • . 21
Summary of Needs Met Since 1984 Task Force
Report

III.

Select Committee Updated Estimates • • • • • • • • • • 23

v

CHAPTER 1
Introduction

To foster economic growth in California, we must maintain and
improve the quality of life for all our citizens. Protection of
our natural resources-- our air, water, and land-- and investment
in our public assets-- our roads, sewers, and schools-- are key
building blocks for prosperous development. A safe environment
coupled with a strong commitment to adequate transportation,
water, and energy systems provide the basis for California to
attract future investments and thus remain competitive.
California must prepare to meet the challenges presented by
economic expansion. David Rains Wallace calls it the "dilemma of
the pioneer organism." 1 It is the pioneer organism that alters
the habitats it conquers until these new habitats become
inhospitable environments. An increasing population along with a
growing industrial sector will require additional affordable
housing, water and waste projects, energy plants, transit
networks, and various public facilities.
Moreover, the quality of the services and amenities a community
has to offer determines where new business and people will choose
to settle. Our efforts to improve the water we drink and the air
we breathe, the availability of the housing we need for shelter,
the open space we require for recreation, the programs necessary
to maintain public health, and the education we need to achieve
our vast potential are all critical to our economic future.
By preserving our quality of life, we enhance our prospects for

economic growth. As the State Department of Commerce observed,
"The stress of a crucial manufacturing deadline is better met
after an evening of tennis with your friends. And a tough client
demand is easier after watching the surf at Big Sur or hot-air

over Napa Valley Vineyards.

bal
col

We enjoy life with our

s rafting down the whitewaters of the Kern, or sunning

ourselves on a Delta houseboat.

Or driving the

of Pebb

n2

The following discussion will focus on our basic necess
as she

, air, and water in California.

serve as a cri

s

These three topics

cal backdrop for more detailed analyses of the

State's projected infrastructure, transportation, and energy
needs.

HOUSING
to a Rand Corporation study, 3 in fiscal

1981, more

50 federal, state, and local programs assisted Ca
th their housing costs.

's

The public sector cost of these

programs was a substantial commitment of resources totalling more
$9.2 billion.

This assistance took three general forms:

idized loans for residential construction, improvement,
or purchase (27 programs).
n

o

Cash grants to households, landlords, or local public
authorities that are used for housing expenses (17
programs).
Tax benefits that depend on housing tenure, property value,
or mortgage indebtedness (12 programs).
the loan programs are the most numerous they actually

serve the fewest households and account for only a small share of
sector cost.

These programs add up to about $282

llion, but serve only 269,000 of California's 8.6 million
households.

Cash grants for housing expenses were paid to

ing providers on behalf of about 249,000 households for a
total cost of $583 million.

$2.1 billion was calculated to apply

to housing in Aid to Families with Dependent Children (AFDC) and

2

Supplemental Security Income/State Supplementary Program
(SSI/SSP).

Tax benefits are by far the most expensive public

investment at almost $6.1 billion, or two-thirds of the entire
.
.
4
pu bl ~c sector 2nvestment.
In spite of the major public sector investment in housing,
approximately 1.6 million lower income renters (18% of all
households) pay more than 25% of their income for housing while
about another 1.1 million renters use more than 35% of their
income for shelter.

Of the renters paying in excess of 35% of

their income for housing, fewer than 5% can afford to purchase
their own home.
Vacancy rates have fallen to critically low levels in
California's two major housing markets, San Francisco-Oakland and
Los Angeles.

Moreover, mortgage delinquencies have jumped to

some 150,000 annually, the highest level since the Depression
years.

Finally, in 1982 more than 25,000 Californians lost their
homes because of foreclosures. 5
With an estimated 7 million increase in California's population
by the year 2000, innovative assistance and financing methods
must be found if we are to provide adequate housing for our
citizenry.

Recent household formation projections compiled by

the Center for Continuing Study of the California Economy in a
1984 report prepared for the California Energy Commission

estimates that approximately 12.5 million household units will be
needed by the year 2000.

This represents a 4 million increase

over California's current inventory or new construction at an
average of 200,000 new household units (single and multifamily)
per year. 6
Figures showing new housing starts between 1979-1983 show an
average per year start of 138,000 units.

At this average rate,

California will realize a shortfall of 930,000 new housing units
between now and the year 2000. 7 While housing start data for

3

984

must

1985

much improvement over

19 9-83 average, we

ipate a shortfall over the next 15 years.

AIR
We

over the last three decades that a r

1

are much more complex than originally bel
ly, while progress has been made

some areas,

and technical applications have become increasingly
more complex.

Many of the environmental problems associated with

air quality

the 1980s and beyond were not even recognized in

the 1950s when air quality problems first began to get the
of government.
lution controls that were easy to put into place and
could reduce large amounts of emissions have already been
implemented.

Remaining methods of reducing air pollution are

expensive and technically complex.
In

last decade, an additional 4 million

s

's roadways due solely to an increase in population.
While individual automobiles now produce lower emissions the
of millions of automobiles has reduced California's
effectiveness in cleaning up our air.
The State's efforts to maintain good air quality are not limited
to

automobile.

The clean-up of lead and sul

to improved air quality.

in

Research into alternatives to

line and diesel fuel hold promise for more clean
future.

ls has
r gains in

The State, in cooperation with local and

1

governments, has adopted standards to cut down pollution from
1 industrial facilities such as power plants

1

refineries, and from new pollution sources, such as resource
recovery and cogeneration facilities and offshore oil drilling

4

In addition to the normal air contaminants such as ozone, carbon
monoxide, lead and sulphur dioxide, California and other Western
states are now faced with the problem of acid rain, a contaminant
originally found primarily in the Northern states of the Midwest
and the Northeast.

Recent research by the Air Resources Board

documented instances of acid precipitation in California which
are among the most acidic found anywhere in the world. 8 The
additional air pollution caused by offshore oil production and
the fact that California will not meet the Environmental
Protection Agency (EPA) air quality standards by the 1987
deadline presents a clear threat to one of our most precious
resources - the quality of the air we breathe.
People throughout the years have predicted that strong
environmental programs, such as those reducing air pollution,
could only exist at the expense of a strong economy.
has proved this to be a fallacy.

Experience

While there is no doubt that

pollution control is costly, California's economy has borne the
burden well.
Presently, California industry spends about $200 million a year
for anti-smog controls, less than 2% of its total budget for
plant expansion.

Frequently, these pollution controls pay for

themselves by lowering energy costs and improving the operational
efficiency of these plants.
Additionally, California is the home for an entire new industry
of manufacturing and exporting air pollution equipment.

Industry

sales of air pollution equipment total approximately $900 million
a year.

Moreover, vehicle inspection and maintenance programs
provide millions of dollars for California businesses. 9

5

WATER QUALITY (GENERALLY)

Ca

ia

103

s

signa ted

129,000

streams

near

over 7

00 stream

ss

miles,

5,000 freshwater lakes with a

area of 1

acre or more, 1,840 miles of ocean coast and 461
some areas, are the only source of
Most of

flow originates in the mountainous areas of
st areas of the State.

Water

in

is impaired by a large population, agricultural irrigation
demands and natural occurrance of low volume flows.
California's growth and productivity are inseparable
i

and water development.

sector
ef

Historically, pub

water

c

the water

upon

s to allocate the natural distribution of water

But

st

recognized

decades all Californians

water quality plays just as important a ro

s.

inCa

fornia's

development as does water quantity.
to 1982-83 figures of the State Water Resources
Board, the

lowing table shows the percentage of water sources
10
three water quality catagories:
Good

Medium

66

27

7

15

55

30

Water Basins

54

31

15

Coastal Water Areas

68

29

3

Streams
s

Recently, however, contamination of
in major agricultural and
supplies are both affected.

water
areas.

Sur

In some cases

contamination is introduced in the treatment process
as chlorine that remove bacterial contaminants.

6

source pollution (agricultural runoff, forestry runoff,
construction erosion, stormwater runoff from streets and
highways, and leachates from septic tanks) generally has not been
adequately controlled.

Estimates suggest that half or more of

all water pollution is attributable to nonpoint sources.

These

have been difficult to control using existing regulatory
approaches.
Toxic or potentially toxic synthetic organic chemicals used in
industry and agriculture are being found in surface, ocean and
groundwater.
abating.

The pollution caused by these chemicals is not

Groundwater contamination stems mostly from the

handling, storage, use, and disposal of agricultural and
industrial chemicals.

Recent legislation increasing monitoring

efforts will, no doubt, make it possible for additional
contamination to be discovered.
Our knowledge of risks posed to human health and the environment
does not match our ability to detect pollutants in water.

In

many instances we have been able to detect chemicals in water but
we do not know the health risks associated with such chemicals.
Major funding efforts to combat water pollution have concentrated
on expensive, complex and sophisticated sewage treatment
facilities.

However, funding for nonpoint pollution control has

not been adequate despite the fact it constitutes the major part
of the problem.

WATER QUALITY (COASTAL WATERS)
Each year, industrial plants directly discharge wastewater
containing about 1 million pounds of oil and grease and about
421,000 pounds of other toxic substances into the San Francisco
Bay.

Additionally, sewage treatment plants annually discharge

about ten million pounds of oil and grease and about 456,000

7

pollutants.

of
876,000

of

Of the e

Area

per year of toxic materials di

source

, heavy metals comprise about 744,00

r

Francisco Bay
ar

, mercury, nickel, si

ides,

materials {e.g. oil, phenols,
PCBs

s).

them

as San

ly hazardous in an estuarine
12

Francisco
In

properties of

sser amounts than San Francisco Bay is the amount of
s dumped into Monterey Bay and Santa

1

However,

ls of pollutants have recent
Bay, Elkhorn Slough and Ano Nuevo.

revea

ls of pesticides

Recent

the
levels of

concentrations of lead in the Bay and surpris
PCB s at Ano Nuevo.
enter

The two primary sources of pol

Santa Monica Bay and the surrounding waters are:
r waste

ocean dumping of industrial chemicals and
s~

13

and (2) municipal wastewater outfal
1946-1965 radioactive wastes were
s near the Farallon Islands, one at a

meters

at two
of 900

one at 1700 meters, under the
Energy Commission (AEC) •

f

(1)

3,500 conta

AEC

with an estimated 1,100

s were

at
3,400

900 meter s

and 44,000 containers with an est
14
s were dumped at the 1700 meter site.

To our knowledge, no federal agency has conducted
of marine life or ocean waters off

of

fornia to determine the effects of radioactive waste dumping.

8

TOXIC POLLUTION
Problem
In the 1980's and beyond the State of California will be
continually faced with the legacy of our past ignorance about the
dangers of toxic substances.

Today in California, up to 25% of
15
the State lives over a polluted groundwater aquifer.
Once

polluted, our precious groundwater reserves are almost impossible
to cleanse or replace.

The problem goes beyond that.

Of the

land fills that were created many years ago, recent reports
indicate that six of those seven Class I sites in California are
16
.
1 ea k 1ng.
The transportation of hazardous waste from the place that it has
been generated to the ultimate point of disposal presents another
set of dangers for the public.

In California, it is estimated

that over 15 million tons of hazardous waste a year is produced.
The truth of the matter is that the Department of Health
Services' touted system of manifests to track the toxic wastes
from cradle to grave cannot provide accurate statistics on how
much toxic waste is currently produced.
As the report of the Lieutenant Governor's Commission on Economic
Development shows, the economic losses due to improper disposal
of hazardous wastes are staggering-- up to $40 billion in the
17
next ten years.
No new strategies can serve to appreciably
reduce this figure as a significant portion of these costs have
already been incurred by the mistakes in the management of toxic
waste materials.

Any failure on the part of California to find

innovative solutions to reduce the generation of hazardous waste
will result in a perpetual bill of over $4 billion per year.
Since 1979, 7 out of the 12 Class I hazardous waste disposal
sites in California have been closed.
the remaining five.

Leakage is occurring in

Even if fool-proof methods for land disposal

9

be deve

is getting increasing

ate sites

to

f

hazardous waste fac

s.

E

1 of

alternatives to land di
must be pursued.

There are a

on now

nun~er

of

s

to neutra

our research inst

ss some of the hazardous wastes.

r

te

s

, and industries

e or

Our

to

ied research necessary to develop hi-tech methods
struction and neutralization of toxic waste.

c

It is fine to

up spills and existing problems, but the

for

waste disposal is to turn off the toxic

at

source.
substitution to avoid using hazardous waste

ls

create hazardous waste in their manufacturing processes
must be implemented.

Other methods must be used to
, a

, or neutralize the waste that is
of

ng should be pursued.

to

Con

State establishing an information

industries with hazardous wastes to identi
use the chemicals which are considered hazardous wastes.
Unfortunately, an experimental program called
Program, conducted by the Department of Health
recent

s was

abandoned.
incentives

ld be provided to

waste

s to make the investments necessary to uti

ze

logical advances to reduce, recycle, and neutra
waste that they produce.
s to

Legislation providing financial

firms who recycle or

amount of

toxic substances, some of which passed in the 1985 sess
slature, should be expanded.

In addition,

the state and federal levels creating tax

10

of the

slation on
the

recycling and reduction of hazardous wastes should be enacted
immediately.
As the Lieutenant Governor's report indicates, the State cannot
afford to ignore this problem.

In the past, predictions as to

which was the least costly method of dealing with hazardous waste
were disasterously incorrect.

By current estimates, it costs

anywhere between a 100 and 1000 times more money to clean up a
site than it would have been to initially dispose of the waste
properly.

The State Department of Health Services enforcement

staff must be adequate to ensure that no industry is tempted to
conduct "midnight dumping."

CONCLUSION
This overview provides a context for the development of
strategies to strengthen our foundation for economic growth.
Clearly, investments in our public assets and precious natural
resources are critical for California to not only attract new
industry and workers, but to also effectively manage and satisfy
a growing population.

The upcoming chapters will focus on the

elements integral to maintaining California's competitive edge.
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CHAPTER 2
California's Infrastructure Challenge

BACKGROUND: Infrastructure and Economic Growth
As we promote economic growth in California, we must also have a
solid foundation on which to build and sustain this growth.
California's 'infrastructure'--our roads, highways, sewers,
schools, water systems, transportation networks, and public
facilities--are critical assets which must be maintained to
ensure our ability to effectively handle and attract economic
development.
When businesses decide whether or not to invest in communities,
the local amenities, facilities, and services available greatly
influence their final choices.

A 1982 study by Roger Schmenner

indicates that infrastructure is frequently a factor in the
location of new plant openings for Fortune 500 companies.
Thirty-eight percent of the firms rated highest the degree of
investment in roads, sewers, and water.

Similarly, 10% of the

firms view sewerage treatment as a significant factor and 6%
1
indicated traffic and parking.
Deteriorating infrastructure inherently limits future growth.

A

1985 study conducted by the Association of Bay Area Governments
(ABAG) states that lack of sufficient roads and sewers are
constraints to development.

The study concludes that local

governments' "ability to stimulate growth rests in the ability to
provide infrastructure and services that produce a favorable
business environment." 2
J

When basic public works systems fail to operate, communities
often perceive growth as a threat to their quality of life and
act to limit it.

Rapid growth coupled with inadequate

infrastructure resulted in traffic jams and other daily

13
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INFRASTRUCTURE NEEDS: A Multi-Billion Dollar Challenge
In recent years, several reports have been released which examine
the condition of California's infrastructure and its ability to
accommodate a growing citizenry.

While precise infrastructure

definitions and needs estimates may vary, all conclude that our
foundation for growth is in serious disrepair and that adequate
funding from federal, state, or local sources is not readily
available to complete necessary projects.
o

A 1984 Assembly Office of Research (AOR) study estimates
that our 'intrinsic infrastructure' needs will exceed
revenues by $24 billion over the next ten years.

Intrinsic

infrastructure is defined as the facilities, structures,
and supporting components that are essential to an
individual's well-being and, collectively, provide the
physical amenities for society.

The elements include

streets, roads, highways, and bridges; public transit;
solid waste disposal and wastewater treatment; water
distribution; and flood control and drainage.
0

The State Treasurer's Office reviewed infrastructure needs
and resources in December of 1983.

This study projects a

'most likely' $42.8 billion shortfall for infrastructure
projects through the year 2000.

Infrastructure is defined

as the State highway system, city streets and county roads,
public transit systems, railroads and airports, sewerage
systems, and water systems.

o

The Governor's Infrastructure Review Task Force issued a
report in April 1984 estimating a $51 billion shortfall for
infrastructure funding over the next ten years.
Infrastructure is defined more broadly as state highways,
local streets and roads, bus and rail transit, airports,
wastewater treatment, flood control and drainage, solid
waste disposal, K-12 schools, postsecondary education
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1

A declining federal commitment to state and local projects

0

which have become dependent on yearly infusions of federal
dollars;
0

Localities which have increasingly deferred necessary
maintenance and repair to keep budgets balanced;

0

Shifting state and local expenditures from capital to
operations.

To meet the requirements of an increasing population and vital
economy, we must invest in infrastructure.

We not only need to

plan for future growth, but we have to begin catching up with
current growth.

For the 13 year period, 1970-83, we spent $1.2

billion per year less than would be required to keep up with
population growth and inflation. 5
As a consequence, there are billions of dollars in deferred
infrastructure projects statewide that sharply emphasize how far
behind we are in providing an adequate building block for new
development.

In the same vein, a 1983 Federal Highway

Administration study documents that simply stopping the current
decay of our nation's highways would improve economic growth as a
whole:

national income 3.2% higher by 1995, employment 2.2%
higher, and inflation 8% lower. 6

Moreover, investment decisions should be made on a timely basis.
The longer we delay taking action, the more costly the process
will be.

For instance, it costs 3-4 times as much to rebuild a

deteriorated section of pavement than to repair it.

In addition,

there is usually at least a seven year lag time between approval
of a major project and its completion, not to mention solid waste
disposal facilities which take 7-10 years just to be sited.
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Governor's Infrastructure
State's

were sent
ss

to

1

infrastructure needs, to find out what needs have been met since
the release of the task force report, and to identify sources of
funding available over the next decade (1986-1996).

(See Appendix

for sample questionnaire.)
Responses were not received from the Department of Corrections,
the Department of Transportation, and the Department of Health
Services.

The figures used for their items are the original

estimates from the task force report.

The Department of Parks

and Recreation remitted a partial response.
In the last few years, California•s infrastructure requirements
have continued to outstrip investment.

While our needs have

increased by more than 30% or have risen to over $96 billion, we
have only met about lOt of our infrastructure needs.
2)

(See Figure

In other words, we are lagging behind supporting our growth

at a rate of 20%.
Figure 2
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TO INFRASTRUCTURE NEEDS
30%
30
28
26
24
23
20

18
16

!zLIJ

14

Q:

12

u

LIJ

a.

10%

10
8

6
4

2
0

Estimated New Needs
Since Task Force
Report

Estimated Needs Met
Since Task Force
Report

19

TABLE I
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INFRASTRUCTURE
IREMENTS UPDATE
SUMMARY OF CHANGED NEEDS
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TABLE II
SELECT COMMITTEE INFRASTRUCTURE FINDINGS:
SUMMARY OF NEEDS MET SINCE 1984 TASK FORCE REPORT*

1984 Task Force
Estimated Needs
($ Millions)
State Highways

Needs I>iet Since
1984 Report
($ Millions)

% Of Needs Met

26,500

2,410

9%

Rail Transit

9,600

1,940

20%

Air Carrier/
Commuter Airports

1,600

80

5%

420

40

10%

Wastewater Treatment 12,500

555

4%

579

15

3%

State Water Project

1,268

137

11%

K-12 Schools

4,800

550

11%

Bus

&

Gen Aviation Airport

Flood Control and
Drainage

Community Colleges

480

54.5

11%

State Universities

772

161.5

21%

2,509

466.5

19%

u.c.
Government Buildings

27

633

TOTAL

4%
10%

*Does not include local streets and roads, state hospitals, local
jails, state prisons, or parks and recreation, due to lack of
response from the Administration. State water project not included.
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(See Figure 4)
Figure 4

CHANGE IN DEFERRED INFRASTRUCTURE
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TABLE III
SENATE SELECT COMMITTEE UPDATED ESTIMATES
Estimates for 1986-1996
Infrastructure
Elements

Estimated
Estimated
Deferred needs New needs
($ Millions)
($ Millions)

State Highways
15,400
Local Sts & Roads +
6,200
Bus & Rail Transit
5,400
Air carrier &
Commuter Airports
400
Gen Aviation Airport
100
State Water Project (a)
0
Local Domestic Water +
350
Wastewater Treatment
6,824
Flood Control and
Drainage
0
Solid Waste Disposal*
0
K-12 Schools
6,000
Community Colleges
530
State Universities (b)
N/A
u.c. (d)
1,981
State Hospitals +
125
Local Jails +
1,600
State Prisons (e) +
135
Parks and Recreation
0
Government Bldgs
140
Total Needs
($ Millions)

45,185

Total needs
($ Millions)

Funding
Shortfall
($ Millions)

13,100
700
7,300

28,500
6,900
12,700

13,000
4,120
9,000

1,400
200
194
500
6,000

1,800
300
194
850
12,824

1,150
250
0
820
6,274

564
3,000
7,000
930
2034.5 (c)
639
0
1,100
2,000
4,018 (c)
760

564
3,000
13,000
1,460
2034.5
2,620
125
2,700
2,135
4,018
900

0
0
12,500
363
920
1,060
0
2,700
1,535
1,474
208

51,439

96,624

55,364

*

Revenue Bonds can finance needs indicated.

+

Same as Governor's Task Force Report due to lack of response from
Administration

(a) Does not include costs for Delta Water Transfer Facility, and downtown
water storage reservoir, which was included in Governor's Task Force
Report. Does not include Los Banos Grandes Reservoir approved 1984.
Only includes part of the costs of enlarging the East Branch of the
California Aqueduct because the size of some features have not been
finalized; Revenue Bonds can finance needs indicated.
(b) Includes State and Non-State Funded Projects (i.e.: student housing).
(c)

Includes deferred maintenance and special repair projects.

(d) Includes only State supported activities.
(e) Needs could be leased/purchased.
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needs during the next ten years, or would be barely half adequate
at matching new needs, let alone do both.
While 20% of the identified needs have been met since the task
force review, the

Corr~ittee

increase in needs.

survey shows a 32% or $3.1 billion

In effect, our needs are growing 12% more

than we are meeting them.

The new estimated needs total comes to

$12.7 billion.
Air Carrier and Commuter Airports
The updated figures point to a $200 million or 13% increase in
estimated needs and a $1.15 billion dollar shortfall where there

was none two years ago.
General Aviation Airports
The estimated needs are set at $300 million with a critical $250
million shortfall over the next ten years.

About 10% of the

previously identified needs have been met since the task force
report.
State Water Project
The estimates have decreased due to the omission of costs for a
Delta Water transfer facility, downstream water storage
reservoirs, and parts of enlarging the East Branch of the
California Aqueduct whose plans have not been finalized.
Without these projects, the Department of Water Resources
estimates a $194 million need over the next decade to be financed
through revenue bonds.
Approximately 11% or $137 million of their previously identified
needs have been met.
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the tax exempt status of Industrial Development Bonds(IDBs).
Federal legislation is under consideration that would eliminate
the tax exempt status.

The effect could be substantial

considering that last year the State received $395 million in
IDBs.
The needs are projected to be $3 billion.

Information concerning

needs met is not available.
K-12 Schools
The Department of General Services reports a tremendous increase
of $8.2 billion or 171% in infrastructure needs.

The department

estimates have climbed from $4.8 billion to $13 billion.

There

is now a $6 billion need for deferred maintenance alone.
Since the task force report 11% or $550 million of the originally
identified needs have been met.
investments by 160%.

Expansion of needs have outpaced

The new shortfall is projected to be $12.5

billion, $9.05 billion greater than the task force figure.
Community Colleges
The Committee survey response from the Chancellor of the
California Community Colleges documents another giant leap in
infrastructure needs.

Even though 21% of the task force figures

have been met, the community college estimates have risen by 204%
or $980 million.
Deferred maintenance requirements rose by more than
$80 million to $530 million.

6~

times from

Similarly, new needs more than

doubled from $400 million to $930 million.

The shortfall is

estimated to reach $363 million, which is 91% above the $190
million task force projection.
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About 19% or $466.5 million of previously identified needs have
been met.

The shortfall still hovers over $1 billion.

The University has experienced continued enrollment growth over
the last several years.

During 1984-85, enrollment was 133,700

full time students and enrollment is expected to exceed 139,000
students in 1986-87.
According to the Vice-President, William Baker, the size of the
physical plant, encompassing nine campuses, now totals over 35.5
million square feet of space, and many facilities require
upgrading to meet the needs of modern teaching and research
programs and to meet health and safety standards.
State Hospitals
The Department of Health Services did not respond to the
Committee questionnaire.

The 1984 task force figures indicate a

total of $125 million needed for deferred maintenance and no new
needs over the next ten years.
Local Jails and State Prisons
The Department of Corrections did not respond to the Committee
questionnaire.

The 1984 task force figures indicate a $2.7

billion shortfall for local jails and a $1.5 billion shortfall
for state prisons.
Parks and Recreation
The Department of Parks and Recreation indicates that total needs
are projected to be over $4 billion with a $1.4 billion funding
shortfall.

No shortfall was forecast by the task force.

These

figures show a 703% or $3.5 billion increase in infrastructure
needs.
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FUNDING TRENDS: The Shrinking Pot
The tremendous projected funding shortfall indicates that
financing is the key issue in meeting our infrastructure
requirements. According to the Municipal Finance Officers
Association, there has been a 15 year decline in capital spending
at all levels of government. Since 1965, federal, state, and
local governments have reduced investments in real dollars by
almost 30%. Investments in public works by all governmental
entities have moved from 4.1% of GNP in 1965 to less than 1.5% in
1982.

8

On the federal level, expenditures for infrastructure are 3% of
total federal spending and 17.8% of spending in the nondefense
discretionary part of the federal budget. Since 1980, the
Congressional Budget Office indicates that federal infrastructure
outlays have decreased by 13%. 9 (See Figure 5)

Figure 5

Change in Federal Infrastructure Outlays, Fiscal Years 1960-1985
50

46%

40
30

f 20
Co)

l

10

a
-10
-20

1960-70

1970-80

1980-85

SOURCE: Congressional Budget Office from data in Budget of the Uni~d States Government.

31

A

1

avai

14%
out o

1

wastewater treatment
1

In

0

Figure 7

Change in Federal Water Resources
Spending
9%

Change in Federal Highway Spending

16%

1960-70

1970-80

1980-85

1970-75

1975-80

1980-85

Change in Federal Water Supply
% Spending
77

Change in Federal Aviation Spending

33%

-0.4%
1970-75

1975-80

1980-85

1970-75
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1980-85

Change in Federal Railroad Spending

Change in Federal Transit Spending

155%
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-14%
1970-75

1975-80

1980-85

1975-80

Change in Federal Wastewater Spending
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36%
1970-75
Source: Congressional Budget Office, July 1985
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Figure 8

CALIFORNIA INFRASTRUCTURE EXPENDITURES
AS A SHARE OF TOTAL STATE/LOCAL EXPENDITURES
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Another way to look at investments is as a share of Gross State
Product (GSP).

As a share of GSP, infrastructure expenditures

decreased from 2.2% in 1970-71 to 1.8% in 1982-83.

Similarly in

1970-71, 12.8% of all state and local government expenditures
were for infrastructure. Whereas in 1982-83, this figure dropped
13
to 10.5%.
(see Figure 9)
Figure 9

CALIFORNIA INFRASTRUCTURE EXPENDITURES
AS A SHARE OF GROSS STATE PRODUCT
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In contrast, expenditures for public works in California's cities
rose between 1980-1984.

In 1980-81, cities devoted about 21% of

their budgets to infrastructure and in 1983-84, approximately
30.8%.

Another development in cities is the clear shift to user

fees or service charges as a means of generating revenue.
Service charges more than tripled as a percentage of total city
15
revenues from 10.5% in 1980-81 to 38% in 1983-84.
(See Figure
11)
The State of California at every governmental level will
encounter even greater difficulty in addressing the shortfall in
infrastructure funding due to appopriation limits imposed by
Proposition 4 in 1979.

Proposition 4 established limits for each

level of government based upon the prior year's appropriation
level, with adjustments for changes in the cost of living and
population.
When a jurisdiction exceeds its appropriation level, it must
return the amount in excess to the taxpayers.

This means

expansion of projects, such as public works, must come with a
reduction of another program unless a different funding mechanism
is developed.

IMPLICATIONS OF TRENDS: A Call to Action
California must prepare to meet the challenges ahead.

We are

currently neglecting our assets and thereby, allowing them to
literally crumble beneath us.

Comprehensive planning and

investment can halt the daily chipping away of our foundation for
growth.

We must do so with the recognition that funding is

scarce and that we must enhance the available monies by:
1)

Giving local officials more flexibility with financing public

projects.

While there are many financing mechanisms for local

governments, there are also many restrictions which make
financing costly.
37
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2)

Establishing stronger state/local partnerships.

As federal

support diminishes, state and local entities must create ongoing
working partnerships.
3)

Developing more private/public partnerships.

In recent

years, the private sector has increasingly recognized the value
of a well run public works system and in areas such as Santa
Clara County has taken the initiative to help resolve local
problems.
4)

Encouraging more extensive local planning for public works to

define community priorities and to begin investing for long term
needs.

RECOMMENDATIONS
POLICY:

Increase the ability of local governments to finance

infrastructure projects.

Background:

Public facilities are deteriorating which not only

inhibits economic development, but also threatens our quality of
life.

Proposition 13 severely cut back the ability of localities

to finance and fund public works.

As a consequence local

governments have a) used more costly debt financing methods, b)
passed costs on to developers and, in turn, to homebuyers, and c)
deferred needed repairs and maintenance.
It is preferable to give local governments the tools to provide
for their infrastructure needs rather than give the State the
responsibility for supporting community projects.

Recent

legislative measures have focused on enabling local governments
to meet their needs through mechanisms such as bond pooling.
This is a positive step towards helping local governments
establish stable sources of funding.

39

Revenu

p

i

b) Transfer a minimum of $10 million from the General Fund to
guarantee bonds of at least $100 million.

Background:

Currently, counties must get legislative approval to

raise local sales taxes on a case by case basis.

This process

could be streamlined by allowing local governments to set tax
rates with a majority vote.
Implementation Recommendation #3:

Authorize counties throughout

the state to increase the sales tax to fund local infrastructure
projects with majority voter approval.

Also, support SB 878

(Boatwright) to authorize 9 counties to increase the sales tax to
fund local transportation projects--including streets and
roads--with majority voter approval.

(See transportation

section)

Background:

There are many different types of financing

mechanisms available to local governments.

Right now, local

officials must often gather information on an ad hoc basis.
There is not one central published resource on local financing
options for local officials to use.
Implementation Recommendation #4:

Authorize the California Debt

Advisory Commission to 1) publish a comprehensive listing of
financing mechanisms available to local governments or special
districts with explanations of procedures and types of eligible
projects and publish updates, as necessary; 2) publish biennially
examples of successful infrastructure project financing efforts
in California.

POLICY:

Provide incentives for localities to plan and finance

infrastructure projects.

41

0

the commitment of local jurisdictions to contribute local
funds to the project;

0

the commitment of local jurisdictions to sound financial
planning for repair and maintenance of the project;

o

attempts to assure a geographic balance in assigning
priorities to projects;

0

the occurrence of natural disasters that create the need
for assistance;

o

the health and safety components of a project;

o

the cost of the project compared to the size of the local
government and the amount of loan monies available;

o

the number of communities served by or funding the project;

o

the extent of local planning and consistency with the
general plan; and

o

economic factors such as whether the project is located in
an area of high unemployment.

Background:

San Francisco has taken an extensive inventory of

their capital assets.

This effort included an examination of the

condition of their infrastructure and long term maintenance and
financing needs.

Along with the inventory, the Advisory

Committee developed a plan for financing and maintaining their
public works.

This undertaking is a good model for other cities.

The financing plan combines increased sales and business taxes,
increased user fees, and greater use of general obligation bonds
as a strategy for meeting their needs.
priorities for funding.

The plan also set

This puts San Francisco one step ahead

in beginning to handle $1.16 billion of necessary public works
projects.
Implementation Recommendation #2:

Encourage localities to take a

comprehensive inventory of infrastructure needs, prioritize those
needs, and put together a financing plan to meet their needs.
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Background:

In the past few years, the Community Colleges have

had their budgets blue-penciled by the Governor which has forced
them to defer a great deal of necessary maintenance and repair
work.

Even though $54.5 million was spent, deferred maintenance

needs increased to $530 million.

Such action is costly in the

long run and diminishes the value of our educational facilities.
Implementation Recommendation:

Encourage the Governor to provide

adequate funding to Community Colleges, as the Legislature has
done through the budget process.

POLICY:

Encourage the adoption of new priorities in funding for

the State University system.
Background:

Recent studies indicate that asbestos abatement, PCB

management, storage tank management, and elevator management
systems are needed at CSU.

These projects are critical to public

health and safety, but are not included in CSU's current budget.
Implementation Recommendation:

Support giving priority to the

projects critical to public health and safety in the next CSU
budget.

POLICY:

Expedite the infrastructure development and construction

process.

Background:

Existing decision-making processes concerning

development and operations of necessary public facilities such as
construction of correctional facilities, toxics and other waste
disposal projects, transportation systems, allocation of water
resources, or land development proposals are often inadequate in
resolving multiparty concerns.
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CHAPTER 3
California's Transportation System

BACKGROUND
In recent years, public funding of many essential elements of
transportation structures and systems serving urban and rural
areas has not kept pace with costs of maintenance or construction
of these networks.

Highways and streets are falling into

disrepair in much of the State, commute-hour traffic conditions
continue to worsen and mass transit systems are struggling with
shrinking operating resources, accelerated economic growth and
diffuse land development.
We are facing a crisis not only in urban mobility, but in
suburban mobility.
the Union.

California is the fastest growing state in

The Association of Bay Area Governments (ABAG)

estimates that our population will be 32.2% greater than it was
in 1980.

Between 1981 and 1991, 2.6 million new jobs will be

created.

A shift in employment patterns is taking place, from

manufacturing to service jobs, communications and office
technology.
This shift is accompanied by a change in development patterns, as
exemplified in the emergence of industrial parks that dot our
highways and farmland.

The lack of available, affordable housing

near these parks has created a job/housing imbalance, with
resulting increases in commute traffic.

Transportation planning

to mitigate traffic impacts has not kept pace with these changes.

GRIDLOCK
The most visible evidence of our transportation problems is
gridlock.

Our major highway corridors are in a state of chronic
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numbers of employees getting from home to work each day.
retailers, transportation is a life and death matter.

For

As parking

costs rise and traffic jams grow in downtown areas, reliable mass
transportation becomes a life-giving factor for downtown stores.
According to Lee Dolson, President of the San Francisco Downtown
Association, "When downtown transit is cut off, retail sales
always fall markedly."
With Congress expected to cut 15% in the fiscal year 1986-87
transportation budget and federal transportation funds already
frozen at 80% of the 1982 levels, the burden for transportation
financing is falling increasingly on states and localities.
Meanwhile, public opinion polls, such as the Bay Area Council's,
are finding that transportation is becoming the number one
problem, superseding crime, housing and pollution.

Orski

predicts that massive traffic gridlock "will be the major
suburban issue of the late 80's and the 90's."
However, local governments, squeezed between inflation and limits
to taxing authority, cannot adequately maintain local streets and
roads.

Statewide, revenue generated by the gas tax for the

highway and mass transportation program has declined
precipitously since 1981.

(See Figure 1)

Consequently, the California Department of Transportation
estimates that the State is facing an expected $763 million
transit fund deficit in fiscal year 1986-87.

FINANCING
The financing problem is critical.

Statewide, the current

backlog of unfunded local maintenance projects is approaching a
billion dollars.

According to Californians for Better

Transportation, city streets and county roads are estimated to
need $400 million to $1.7 billion annually for the next 10 years
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....
I....

Il

\

c
(!)
c

t-

U)

en
w
-'o
c._

---

i

\)

----------~------

en

Ia

5
u
c

It

c

I

•

I

!

cu..

~

0

I

II I
,~

JE

J;••

I

.,

.,
CD

........

dliliWI>

«1M>-

e
,...I

1ft
CD

.•

-•

!

II)

•

*

for repair and reconstruction.

The California Transportation

Commission estimates that during the next five years, revenues
flowing into the State Highway Account will be $800 million less
than needed to deliver the five-year adopted State Transportation
Improvement Program.
This shortfall alone could result in California failing to
capture as much as $1 billion in matching funds of Federal
Highway Aid, resulting in significant cutbacks in the
and repair of existing highways.

~aintenance

In addition, some $650 million

worth of highway projects face postponement beyond the five-year
period, and an additional $1.3 billion worth of projects could
have their original construction dates pushed back within the
five-year plan.
The Governor's own Infrastructure Review Task Force estimated
that capital needs for state maintained highways will run to over
$26.5 billion in the next 10 years, with $14.5 billion needed now
and $12 billion needed for future growth.

The 1983 State Transit

Improvement Program (STIP) projected total funds for the five
year period at only $5.7 billion.
shortfall of $15.1 million.

This leaves a funding

As stated earlier, the Select

Committee estimates that state highways over the next ten years
will run into a funding shortfall of $13 billion.

Transportation needs are growing and traditional sources of funds
are insufficient to maintain adequate transportation systems.
Mass transit faces the biggest challenge.

According to the

Metropolitan Transportation Commission, under current law, State
aid to transit will dry up almost completely within five years.
The current state sales tax on gasoline, which in 1984-85
provided 81% of the revenues in the Transportation, Planning and
Development Account (TP&D), has not provided adequate revenues to
finance mass transportation capital projects.
TP&D account expects an $11 million shortfall.
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Oil companies benefitted tremendously from Proposition 13, when
property taxes on oil were substantially reduced.

A total of 22

states, including the ten largest oil producing states, levy a
severance tax.

California is the only major oil producing state

that does not have an oil severance tax.

The Governor's Tax

Advisory Reform Commission, however, has recommended not
considering an oil severance tax until 1987, when oil industry
tax expenditures are expected to be reviewed.

CONCLUSION
Revenues sources do exist in California to maintain and build a
quality transportation system.

An effective transportation

system supports business and private development, provides
mobility options for the transit-dependent, and enhances the
quality of life we have come to value in this state.

If we are

to avoid further gridlock, if we are to remain competitive with
the national and world economy, then we must determine our
transportation needs and come up with the necessary, long-term
financing that will ensure a transportation system that works.

RECOMMENDATIONS
POLICY:

Support giving local jurisdictions more flexibility to

finance transit.

Background:

As mentioned in the infrastructure section, it is

preferable to give local governments the tools to provide for
their needs.

Local governments' ability to decide what

transportation services are needed and how to fund those services
must be enhanced.
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Implementation Recommendation #1:

Increase the state gasoline

tax dedicated to state and local roadway repair and maintenance.
Implementation Recommendation #2:

Increase truck weight fees by

50% to fund road repairs.

Background:

As noted earlier, the State of California may find

great difficulty in addressing the shortfall in funding of its
transportation systems because of the appropriation limit imposed
by Proposition 4 in 1979.
Implementation Recommendation #3:

Explore funding future

transportation systems with general obligation bonds.

Background:

Bridge tolls are another funding source.

bridge tolls in the Bay Area have not risen since 1977.

In fact,
Bridge

tolls finance various transit capital expenditures related to
improving transit services.
Implementation Recommendation #4:

Renew efforts such as AB 3877

of 1984 (Campbell) to increase tolls and support legislation in
this direction.
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CHAPTER 4
California's Energy Future

A RECENT HISTORY OF DRAMATIC CHANGE
In the 1970s, energy shot to the top of the policy agenda in this
state and this nation, as we were wracked by national crises
engendered by foreign oil embargoes and debates over the cost and
long-term safety of such centralized power sources as nuclear
energy.
Prodded by a spirited national debate and the specter of long gas
lines, Californians helped lead the way in finding new ways to
conserve energy and to produce it in environmentally benign ways.
Even public transit systems were explored as a means of reducing
our single largest use of energy.
But, as so often happens, economic and political events
intervened to shake our focus on this area.

For practical

purposes, the OPEC cartel splintered apart, allowing world
petroleum prices to float and supply to increase.

Prices then

declined and stabilized, reaching an equilibrium at which
consumers found a measure of satisfaction.
In this country, deregulation efforts proved largely successful.
These efforts had the twin effects of both spurring new
exploration and providing a new price incentive for more
efficient use of oil and natural gas.
Thus it seemed that the market had, once again, ridden to the
rescue by providing for both more abundant supply and more
efficient end-use.
Certainly, these developments, coupled with creative initiatives
pioneered in California by Governor Edmund G. Brown, Jr. and
others, have had tremendously salutary effects.
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supply in Alaska, Mexico and the North Sea), is now reversing.
As prices have dropped with new supply corning on stream, the
demand for oil has increased.
Between 1979 and 1983, Californians reduced their oil consumption
by 17%.

This development coincided with a shift away from the

burning of oil to generate electricity.

But in the past two

years, the demand for oil in our transportation sector has
increased by eight percent. 3
Unfortunately, this is the very sector which is most vulnerable
to negative developments in the oil markets.

Ninety-nine percent
of California's transportation needs for energy are met by oil. 4
National trends are no better.

Experts predict that the U.S.

will depend on foreign sources for more than half its oil in the
next decade.

By that time, transportation alone will consume an
amount of oil at least to that of total U.S. oil production. 5
We must recognize that much of the decision-making in this area
lies at the federal level.

There, much valuable movement toward

greater fuel-efficiency of new automobiles and other vehicles has
been installed.

The technology exists to enable new passenger

cars to double current levels of fuel efficiency.

What is

missing is the leadership necessary to make this possiblity a
reality.
In addition, the country as a whole remains dangerously dependent
on imported oil.
from abroad.

Over 33% of the nation's need for oil is met

While California, as an oil-producing state with

relatively effective energy policies and practices, stands today
in a much happier circumstance, relying on foreign sources for
only eight percent of its needs, this is an issue which must be
seen from the broadest perspective.
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According to the California Energy Commission, natural gas
sources available to California will be sufficient to meet the
state's needs at least through the year 2004.

This, of course,

could change if sources fail to develop as anticipated or if new
uses of natural gas grow at a faster rate than predicted.
This could lead to the burning of more oil to generate
electricity, a development which would serve to increase our
dangerous dependency on that particular energy source, and lead
also to higher prices for natural gas.
One new use for natural gas which can be of great assistance in
reducing our oil vulnerability is the generation of steam to
enhance oil recovery processes in our oilfields.

Such use would

serve to increase the productivity of our oil industry.
Much of California's onshore oil is heavy oil, deep in the earth
and difficult to pump.

Our proved onshore oil reserves are equal

to three times our proved offshore reserves.
The injection of hot steam into an oil well allows more of the
heavy crude to be pumped up the well.

Natural gas can provide an

efficient and clean means of improving the productivity of these
operations.
Today, enhanced recovery operations rely primarily on the burning
of oil from the site to produce the needed steam.

At times, as

much as one of every three barrels of oil pumped at a site may be
used to produce the steam necessary for enhanced recovery
operations.
This procedure is both inefficient and polluting.

Use of natural

gas in this process will be less harmful to the atmosphere and
will increase net oil production, while carrying within it the
possiblity of cogenerating electricity while producing steam.
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TOWARD A STRATEGY

It is clear that we must safeguard our supplies of energy for
purposes of electrical power generation and transportation well
into the future in order to sustain a high level of industrial
competitiveness.
In addition to the attainment of these goals directly related to
California's competitiveness, we must ensure that adequate
supplies of energy at affordable costs are made available to
California consumers, and that we achieve all of this in a manner
which is environmentally sound.
The continued maintenance of California's much admired quality of
life is paramount in ensuring that the people of California
continue to be happy and productive citizens.
California, for the past several years, has pursued what might be
described as a least-cost energy strategy.

This strategy has

relied on increased efficiency in the end-uses of energy
supplies, the development of indigenous renewable energy
resources, greater diversity in energy supply and less emphasis
on traditional central source generators of electric power which
rely on increasingly scarce fossil fuels.
This overall approach continues to make sense for California's
future.
We must balance energy conservation and energy development, while
recognizing that we must constantly adapt our energy supply
systems to changing circumstances.
Diversity must be a prime goal in our energy strategy.

To rely

on any one source of future energy supply to the extent which we
currently rely on oil is foolhardy in the extreme.
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We thus have the opportunity to plan wisely for the future in
determining a mix of sources for electricity generation.

In so

doing, we should focus on the principle of a diversified and
environmentally benign resource base, with that resource base
being as renewable as possible.

RECOMMENDATIONS
POLICY:

Increase conservation efforts throughout the State.

Background:

The continuance of existing building design and

appliance efficiency programs can save as much as $2 billion
annually by the mid-1990s.

It is important to remember that

state and local governments are major users of energy in
California.

California's local governments spend a total of $1.5

billion per year on energy.
m1'11'1on per year. 15

State government spends over $300

Implementation Recommendation #1: Reaffirm our commitment to
existing building energy efficiency programs.

Encourage state

and local agencies to perform internal energy audits to determine
ways in which they can better manage their energy consumption.
Implementation Recommendation #2:

Support research to a) develop

more efficient modes of air conditioning and b) design programs
to reduce peak electricity demand.

POLICY: Aggressively pursue new energy sources.
Background:

Cogeneration projects currently contemplated in

California would exceed.the State's need for new power.
Cogeneration projects are decentralized facilities which provide
electricity as well as steam for industrial use.

68

Cogeneration

the
exce

i

can
the State's
s can a

1

s.
to
of

s means of

e

current flows

is

ize
techno

Background:

Hydroelectric energy stands as an inexpensive,

renewable source of electric power generation.

Great care should

be taken in siting such projects to protect free flowing streams,
rivers, and fisheries.
Implementation Recommendation #4:

Encourage and support

small-scale hydro projects built on existing aqueducts, canals
and other appropriate locations, with adequate environmental
protections.

POLICY:

Aggressively pursue long-term, cost-effective contracts

for out-of-state power and develop alternative fuels.

Implementation Recommendation #1:

Challenge recent rate hikes by

the federal government's Bonneville Power Administration which
have dramatically increased the cost of power which we have long
received from major hydroelectric projects in the Pacific
Northwest.
Should this course fail, we should carefully assess any future
plans by our electric utilities to build new transmission lines
for power from the Pacific Northwest.

Background:

The Southwest could supply up to eight percent of

our energy needs in the 1990s.
Implementation Recommendation #2:

Pursue appropriate long-term

contracts for power from the Southwest.

Background:

In the area of natural gas, our Statewide

consumption has fallen to the lowest levels since 1964.
natural gas meets half of California's energy needs for
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An oil import fee may be particularly timely given the apparent
collapse of OPEC and the possibility of a "free falling" or, in
any event, lower price per barrel.

Such a fee will aid in

conservation through the pricing mechanism.
Implementation Recommendation #4:

Support federal efforts to

impose an oil import fee, which will also provide additional
revenues to reduce the national budget deficit.

The fee should

be linked to a schedule for additional, gradual decreases,
reflecting the shifts we should make away from foreign oil if our
other programs our successful.

Background:

The development of alternative fuels may well hold

the greatest promise as a state-level strategy.

Studies

conducted by the California Energy Commission indicate that
methanol has great potential as a transportation fuel alternative
to oil.
Methanol is cleaner than oil-based fuels and can be produced from
biomass or natural gas.

Greater familiarity with this fuel can

lead to production and increased use of methanol option vehicles.
Implementation Recommendation #5:

Continue the State's program

of testing and demonstrating the viability of methanol-fuel
vehicles.

Also, explore the feasibility of providing incentives

for the production and purchase of methanol option vehicles.
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CHAPTER 5
Summary of Policy Recommendations

INFRASTRUCTURE
POLICY:

Increase the ability of local governments to finance

infrastructure projects.
Implementation Recommendation #1:

Support ACA 55 (Cortese)

approved by the Legislature and to be voted on during the June
1986 primary election.

This ballot measure would restore the

ability of local governments to issue general obligation bonds
with 2/3 voter approval.

(See Appendix for copy)

General

obligation bonds and the revenues necessary to repay these bonds
are exempt from the limits imposed by Proposition 4 in 1979.
Implementation Recommendation #2:

Establish a method for the

State to guarantee bonds sold by local agencies to finance sewage
treatment plant construction and thereby, lower local borrowing
costs.
a)

Establish the State Water Pollution and Abatement Cleanup

Bond Guarantee Fund for the State Water Resources Control Board
to make payments on guaranteed bonds.
b)

Transfer a minimum of $10 million from the General Fund to

guarantee bonds of at least $100 million.
Implementation Recommendation #3:

Authorize counties throughout

the State to increase the sales tax to fund local infrastructure
projects with majority voter approval.

Also, support SB 878

(Boatwright) to authorize 9 counties to increase the sales tax to
fund local transportation projects--including streets and
roads--with majority voter approval.
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Implementation Recommendation #2:

Encourage localities to take a

comprehensive inventory of infrastructure needs, prioritize those
needs, and put together a financing plan to meet their needs.

POLICY:

Monitor and respond to federal action which would make

financing public works projects more difficult.
Implementation Recommendation:

Encourage the California

delegation in Washington D.C. and the State Legislature to lobby
against the proposed sections of the tax reform bill which would
limit tax-exempt financing.

POLICY:

Provide critical funding for K - 12 school renovation

and construction.
Implementation Recommendation:

Support a general obligation bond

for public school renovation and construction to be placed on the
November 1986 ballot for voter approval.

POLICY:

Provide adequate support to California Community

Colleges.
Implementation Recommendation:

Encourage the Governor to provide

adequate funding to Community Colleges, as the Legislature has
done through the budget process.
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POLICY:

Reevaluate the sufficiency of current funding mechanisms

at the State level and seek new sources of revenue.
Implementation Recommendation #1:

Increase the state gasoline

tax dedicated to state and local roadway repair and maintenance.
Implementation Recommendation #2:

Increase truck weight fees by

50% to fund road repairs.
Implementation Recommendation #3:

Explore funding future

transportation systems with general obligation bonds.
Implementation Recommendation #4:

Renew efforts such as AB 3877

of 1984 (Campbell) to increase tolls and support legislation in
this direction.

ENERGY
POLICY:

Increase conservation efforts throughout the State.

Implementation Recommendation #1:

Reaffirm our commitment to

existing building energy efficiency programs.

Encourage state

and local agencies to perform internal energy audits to determine
ways in which they can better manage their energy consumption.
Implementation Recommendation #2:

Support research to a) develop

more efficient modes of air conditioning and b) design programs
to reduce peak electricity demand.

POLICY:

Aggressively pursue new energy sources.

Implementation Recommendation #1:

Encourage and support the

development of cogeneration projects, with appropriate
environmental protections.
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revenues to reduce the national budget deficit.

The fee should

be linked to a schedule for additional, gradual decreases,
reflecting the shifts away from foreign oil we should make if our
other programs are successful.
Implementation Recommendation *5:

Continue the State's program

of testing and demonstrating the viability of methanol-fuel
vehicles.

Also, explore the feasibility of providing incentives

for the production and purchase of methanol option vehicles.
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Assembly Constitutional Amendment No. 55
RESOLUTION CHAPTER 142
Assembly Constitutional Amendment No. 55-A resolution to propose to the people of the State of California an amendment to the
Constitution of the State, by amending subdivision (b) of Section 1
of Article XIII A thereof, relating to property taxation.
(Fil<'d with St'Cn•tarr of Stat<' SPp!Pml><'r 7, IWW.)

LEGJSL:\ Tt\'1<: COU:'\SEL·s

DIGE.'~T

ACA 55, Cortese. Property tax limitation.
Existing constitutional law limits ad valorem property taxes to 1%
of the full cash value ofthe property, except for property taxes to pay
the interest and redemption charges on indebtedness approved by
the voters prior to July 1, 1978.
This measure would also provide an exception from the property
tax limitation for interest and redemption charges on bonded
indebtedness for the acquisition and improvement of real property
approved on or after July 1, 1978, by% of the voters voting on the
proposition.

Resoh·ed by the Assembly, the Senate concurring, That the
Legislature of the State of California at its 1983-84 Regular Session
commencing on the sixth day of December 1982, two-thirds of the
members elected to each of the two houses of the Legislature voting
therefor, hereby proposes to the people of the State of California that
the Constitution of the State be amended by amending subdivision
(b) of Section 1 of Article XIII A thereof to read:
(b) The limitation provided for in subdivision (a) shall not apply
to ad valorem taxes or special assessments to pay the interest and
redemption charges on (1) any indebtedness approved by the voters
prior to July 1, 1978, or (2) any bonded indebtedness for the
acquisition or improvement of real property approved on or after
July 1, 1978, by two-thirds of the votes cast by the voters voting on
the proposition.
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